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country. Similar steps were taken to 'peg3 the franc in relation
to the pound sterling by means of loans to France from the
United States and Great Britain and also to maintain the
Italian lira at a higher value in relation to the other currencies
than was warranted by its value in terms of commodities. By
the end of 1915 the countries still using gold, particularly the
United States, had received so much gold from the belligerents
and elsewhere that the value of the metal had begun to fall
seriously in terms of commodities. By 1917 prices in the United
States had risen 70 per cent. Prices in Great Britain had
risen more than 100 per cent., in France by more than 160 per
cent., and in Italy by 280 per cent., yet the governments of
these countries prevented more than a very slight fall occurring
in the exchange value of the franc in terms of dollars, and were
able until the last year of the War to maintain the exchange
value of the lira at about double the value indicated by its
relative commodity value. The wisdom of this policy, which,
in effect, gave a subsidy to importers, is very doubtful.

The United States placed an embargo upon the export of
gold in September 1917, and therefore virtually departed from
the gold standard, the restriction being removed, however, in
June 1919. For a short time during this period the currencies
of Holland, Switzerland, and Scandinavia were at a premium
over the dollar. In March 1919, by the abandonment of the
'pegging' arrangements, the exchange rates between European
currencies and the dollar were allowed to find their economic
level. During 1919 and the early part of 1920 an inflationary
boom occurred in most countries of the world. In some coun-
tries, for example Great Britain, currency and credit created
during the War, and penned up for the time being by war-time
restrictions, began to have free play; in others, for instance in
Germany, France, and Italy, active inflation was carried on;
in no country was effective control of credit exercised. The
extent to which inflation was carried differed in all countries
and the exchanges became hopelessly disorganized. The boom
collapsed in Japan and the United States in the spring of 1920
and spread to Europe almost at once. The rise in the value of